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our new symbol 

Of the many trademarks used by companies over the years, none is more 
familiar to the public than the Quaker Man. As the symbol of Quaker Oats, 
he has stood for quality, dependability, honesty, and good value 
to four generations of customers and shareholders. The friendly face 
appearing on packages of Quaker Oats today is as effective now as it has 
been over the years. In a world where it seems that everything is changing, 
the Quaker Man on our oatmeal packages is not changing. That personal symbol 
will remain as our most valued trademark on hot cereals and some other products. 

We have felt the need, however, for a corporate symbol that could represent 
the heritage and meaning of the Quaker Man but be appropriate for all areas 
of our modern and diverse business, of which hot cereals account for only 15%. 

We wanted the symbol to be warm, friendly, distinctive, and 
representative of the values on which the Company is built. But we also 
wanted it to be dynamic and contemporary, a mark which could embrace 
the full scope of our current — and future — businesses. 

We believe this symbol, illustrated here for the first time, will achieve 
our objectives. We think it captures well the essence of our tradition, 
our contemporary development, and our optimism about the future. 


principles and objectives 

The Quaker Oats Company, since its founding, has believed in certain 
basic principles of good business behavior and consumer service. 

These principles, usually unwritten, and the objectives which accompanied them, 
have not only produced good results, but have earned for Quaker an 
extremely valuable reputation with our trade customers and with consumers. 

These Principles and Objectives are primarily for the use of 
those who work for or with the Company. They will 
provide interested shareholders, however, with an overview of the 
type of company Quaker is now and hopes to be in the future. 











financial summary 


year ended June 30 

1970 

1969 

INCREASE 

(DECREASE) 


thousands of dollars 


Net sales 

$597,652 

$553,879 

7.9 

Income before income taxes 

53,966 

49,198 

9.7 

Income taxes 

25,823 

23,492 

9.9 

Income before extraordinary charges 

28,143 

25,706 

9.5 

Extraordinary charges 

— 

1,092 

— 

Net income 

28,143 

24,614 

14.3 

Preferred dividends 

490 

495 

(1.0) 

Common dividends 

11,737 

10,704 

9.7 

Earnings reinvested during the year 

15,916 

13,415 

18.6 


per common share 


Income before income taxes 

$4.27 

$3.94 

8.4 

Income taxes 

2.06 

1.90 

8.4 

Income before extraordinary charges 

2.21 

2.04 

8.3 

Extraordinary charges 

— 

.09 

— 

Net income 

2.21 

1.95 

13.3 

Dividends declared 

.94 

.87 

8.0 


thousands of dollars 


Net current assets (working capital) 

$ 89,901 

$ 80,241 

12.0 

Property, plant and equipment 

179,732 

141,399 

27.1 

Other assets 

31,205 

6,853 

355.3 

Long-term debt and preferred stock 

76,110 

26,719 

184.9 

Deferred income taxes 

16,931 

14,258 

18.7 

Common shareholders’ equity 

207,797 

187,516 

10.8 

# 
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return on shareholders’ equity 
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technical research expenditures 

* Excludes extraordinary items 


35 MILLIONS OF DOLLARS 
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capital expenditures 


30% % of U.S. Grocery Products 
Sales (Excluding Cookies 
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sales growth through new products 
introduced since Fiscal 1966 
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report to shareholders 


The stability and strength of the 
Company’s business was demonstrated 
in a year marked by uncertainty 
in the economy and strong inflationary 
pressures. Earnings were at 
record-high levels for the sixth 
consecutive year, and sales were 
also at a new record high. 

Fiscal 1970 sales of $597,652,000 
compare with sales last year of 
$553,879,000 — an increase of 7.9%. 
Sales in Fiscal 1969 included 
$44,982,000 from agricultural products, 
a business divested in February, 

1969, and 1970 sales include 
$34,642,000 from Fisher-Price Toys, 
acquired in September, 1969. 

Earnings for the fiscal year which 
ended June 30, 1970, were $28,143,000 
or $2.21 per common share. 

This is an increase of 8.3% over 
last year’s earnings of $2.04 per 
share before extraordinary charges. 

The principal factors in the good 
1970 earnings were continued 
good performance by the U.S. and 
international grocery products 
businesses, a significant new profit 
contribution from toys, and 
increased earnings from chemicals. 

During the five-year period just 
completed, the Company has increased 
per-share earnings at an average 
annual rate of 11% before 
extraordinary items. 

Cost reduction programs 
instituted throughout the Company 
in an effort to hold back rising 
costs had a beneficial effect 
on the favorable 1970 results. 
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new business 

Among the most significant 
developments of the year was the 
acquisition of Fisher-Price Toys 
in September, 1969. Fisher-Price 
is the leader in preschool toys, and one 
of the nation's major toy companies. 
The acquisition of this fine company 
in a growing and profitable industry 
significantly expands our business 
in the young family market. 

Several Fisher-Price characteristics 
are illustrative of the type of 
company that is being sought in our 
acquisition program: high quality 
products, outstanding consumer 
reputation, solid base for growth, 
good management, and a logical 
relationship to our existing businesses. 

We are pleased to report that 
Fisher-Price performance since our 
association has been excellent. Sales 
and profits increased substantially, 
continuing a long-term growth pattern. 
The rate of Fisher-Price sales 
increases compared to the year 
earlier was more than double that 
for the toy industry as a whole. 


Quaker’s acquisition of 
Fisher-Price Toys 
carried our Company a significant 
step further in the young 
family market as well as into a 
new area of business. Quaker and 
children have been interested in each 
other for years but now , with 
Fisher-Price , children are more 
important to us than ever before. 

Consequently , the photographs in 
this Annual Report illustrate the 
growing ivorld of young families , 
and children , and pets in which 
we’re fortunate to have an increased 
share of our business. It’s a good — 
and a useful — business to be in. 


New products made substantial 
contributions to the good results. 

The Play Family Farm and Play 
Family House, introduced to the trade 
in March, 1968 and March, 1969, 
respectively, were of particular 
significance, and demand for them 
continues strong. Two new products 
introduced in March, 1970 — the 
Play Family Action Garage and the 
Play Family Fun Jet — are receiving 
excellent trade acceptance. There are 
more than 70 items in the Fisher- 
Price line, 12 of them new in 1970. 

In order to continue this flow of 
successful new products Fisher-Price's 
traditionally strong emphasis on 
research and development is being 
increased. The company's record of 
R & D innovation, in combination with 
its reputation for quality, is a very 
positive indication of future potential. 

Since the acquisition in September, 
major additions have been made to 
Fisher-Price's facilities. Operations 
were begun in a Medina, New York, 
plant complex consisting of 42 acres 
and approximately 400,000 square feet 
of manufacturing and warehouse space. 
A 57,000-square-foot warehouse was 
built in Holland, New York. These 
moves have put us in a position 
to handle an increasing volume 
of business more efficiently. 








Two new ready-to-eat 
cereals for children, 
King Vitaman and 
Cap’n Crunch*s Peanut 
Butter Cereal, were 
introduced near the end 
of Fiscal 1970 . 

Instant Quaker Oatmeal 
with Maple & Brown 
Sugar, flavored to 
appeal to children, 
also gained national 
acceptance during the 
year . H. B. Barnum III 
(top photo) served as the 
television “ spokesboy 11 
to introduce King 
Vitaman, which contains 
in one serving 100% 
of the minimum daily 
vitamin requirements. 
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U.S. grocery products 

Cereals. Quaker cereal sales in the 
U.S. showed an overall increase 
of 8%. We believe that the increased 
public emphasis on nutrition is 
highly appropriate. In that context, 
the traditional value of oatmeal, which 
is still available at less than a 
serving, is a distinct Company strength. 

New high shares of market were 
achieved in hot cereals through the 
success of new varieties of Instant 
Quaker Oatmeal. Instant Oatmeal 
with Maple & Brown Sugar was 


added nationally during the year and 
Instant Oatmeal with Dates & 

Brown Sugar was introduced into 
30% of the country. These flavored 
convenience hot cereals have not only 
increased our sales; through their 
high taste appeal and convenience 
they have brought the benefits of a 
nourishing oatmeal breakfast 
to many additional children. 

Quaker ready-to-eat cereals also 
reached a new high market share 
at year-end, benefiting from two new 
product introductions and continued 
good sales of Cap’n Crunch’s Crunch 
Berries, which were introduced in 
Fiscal 1969. Cap’n Crunch’s Peanut 
Butter Cereal was introduced nationally 
late in Fiscal 1970. King Vitaman, 
which has unique taste appeal and 
100% of daily vitamin 
requirements, was introduced into 
two-thirds of the country in June, 
with complete national distribution 
planned by fall. 

On August 4, 1970, in response to 
the widely publicized and unjustified 
criticism of the nutritional worth 
of many ready-to-eat cereals, 

Dr. Robert O. Nesheim, Vice President 
— Research and Development, 
appeared before the U.S. Senate 
Subcommittee on the Consumer. 

Dr. Nesheim explained in detail 
the positive nutritional values of our 
ready-to-eat cereals, our emphasis 
on nutrition education, and the quality 
of our marketing efforts. 
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Aunt Jemima Frozen Waffles, 

Quaker’s first entry into the rapidly 
growing specialty frozen foods market, 
continue to be the brand leader in 
frozen waffle sales; Aunt Jemima 
Frozen French Toast was introduced 
in test markets; and other new 
entries for this line are being 
developed . The potential of the 
specialty frozen foods market 
prompted our acquisition 
in September, 1969, of 
Celeste Italian Foods, 
a small producer of frozen pizza 
and other Italian foods . 
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The original publicity had resulted 
from testimony by a civil engineer 
who has crusaded for elimination 
of hunger, an objective which we 
share. All of the professional 
nutritionists who subsequently made 
statements to the Subcommittee, 
including Dr. Nesheim and five 
senior university professors, cited 
the fact that cereals are nutritionally 
good foods. Continued increased 
public consumption of cereals is both 
appropriate in terms of good 
nutrition, and anticipated in terms 
of our business development. 

During the year we also had some 
significant disappointments in three 
new products that failed to meet our 
expectations in the market place, 
and as a result have been discontinued. 
These were a nutritious oat flake 
cereal, a high-protein, vitamin-rich 
children's instant breakfast product, 
and our entries in the specialty 
snacks area. The food business is 
highly competitive, and when new 
products do not succeed in test 
markets there is naturally a negative 
effect on overall profits. 

Mixes and Frozen Foods . Good sales 
gains were registered by the frozen 
foods, mixes, and syrup sold under 
the Aunt Jemima brand. Of particular 
importance was the continued sales 
growth of frozen waffles, where our 
products lead the market; the 


successful introduction of Aunt 
Jemima Complete Pancake Mix; and 
the encouraging test market results 
on Aunt Jemima Frozen French Toast. 

In June, plans were announced for 
a major addition to our frozen foods 
capacity — a new plant which will be 
built this year in Jackson, Tennessee. 
The investment in this plant is 
indicative of the expectations 
we have for specialty frozen foods. 

Com Products . Considerable 
effort in research and marketing is 
being made to expand our basic corn 
meal and grits business through 
new products. Quaker Instant Grits, 
which like Instant Oatmeal require 
only the addition of hot water to be 
ready to eat, were very successfully 
marketed in three major areas of 
the Southeast. Instant Grits are 
being introduced throughout the 
country currently. 

Burry . The overall results of the 
Burry Division were once again 
disappointing, although portions of 
the business performed well. 
Accordingly, at year-end we decided 
to discontinue Burry's high-cost 
store-door delivery system in 
the Eastern part of the country. 
Instead, we will sell through 
specialized distributors, which we 
have used in some other areas. 

While we cannot expect the same 
quality of distribution or level of 
sales for the Burry line in grocery 
outlets, we will have eliminated a 
major cost load that has handicapped 
the Division's performance. 

There will be some expense 
associated with this change, but 
the growing and profitable Girl Scout 
and Institutional segments of this 
Division should benefit from 
the action taken. 
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Quaker’s business in 
the rapidly growing 
worldwide pet foods 
market was expanded by 
16% in Fiscal 1970 . 
Three new production 
lines were added in the 
United States during the 
year to meet consumer 
demands for Ken-L 
Ration Burger and 
Special Cuts . In Canada, 
Ken-L Ration Burger 
ivas very well received 
and in the United 
Kingdom Chunky dog 
food retained its high 
level of popularity . 
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Pet Foods. Pet foods, which 
accounted for 33% of our total 
grocery products sales in the U.S., 
continued their substantial growth 
rates. Sales of Ken-L Ration and 
Puss ’n Boots were 12% ahead 
of last year. 

An increased rate of growth is 
anticipated in the current year because 
new production facilities, which 


became operational in May, 1970, 
should enable us to achieve greater 
sales increases in Ken-L Ration 
Burger and Ken-L Ration Special Cuts. 
Demand for these products ran well 
ahead of manufacturing capacity 
during the 1970 fiscal year. 

Puss ’n Boots sales showed good 
improvement, in part due to increased 
consumer acceptance of the broader 
range of flavors in our canned 
cat food line. 

Canadian grocery products 

Fiscal 1970 was the first complete 
year in which there was full 
coordination of all North American 
grocery products operations. Under 
this plan Canadian sales and earnings 
improved, but further progress is 
necessary to achieve corporate profit 
goals. More new products were 
introduced in Canada than during 
any prior year, and several major 
investments have been authorized that 
should further improve results in 
Canada, where the future 
outlook is good. 

international grocery products 

International grocery products 
performance during the 1970 fiscal 
year showed improvement. Total 
grocery product sales outside the 
United States and Canada were 
$65,000,000, a 10% increase over 
sales of $59,000,000 last year. 

Latin American operations showed 
good sales and profit growth with 
continued introduction of new 
products, many of them under the 
Quaker brand name. The outlook in 
Latin America, despite some economic 
uncertainties, remains very promising. 
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In the International Division , 

Quaker Oats, which is sold around 
the world in tin containers , continues 
to be a worldwide favorite. 

Pet foods and cereal-based beverages , 
such as Frescavena in Venezuela , 
provided good international growth 
in Fiscal 1970. 
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Although Denmark performed very 
well, European operations as a whole 
were below expectations. Our business 
in Holland was unsatisfactory, and 
in England we failed to achieve the 
profit progress we had hoped for, 
despite significant sales growth. 
Further steps were taken to strengthen 
our pet food position in England 
with the acquisition of Felix 
Cat Food Limited. 

We are seeking opportunities to 
grow in Europe where that can be 
done with a satisfactory return on 
investment. Future growth 
in commercial pet foods in major 
international markets seems a 
certainty, and we expect to 
participate in that growth. 


chemicals 

The Chemicals Division showed good 
growth, with both sales and profits 
reaching record levels again in 1970. 
Combined U. S. and international 
sales totaled $33,175,000 — up 12% 
from 1969 and 105% ahead of sales 
five years ago. The increase was 
achieved despite the discontinuance 
of $2,000,000 in sales to one U.S. 
customer, as predicted in last year’s 
report, and a general business 
slowdown in the U.S. affecting 
several of the major industries 
which use our chemicals. 

Growth of our chemicals business 
was especially strong in Europe,, 
where two plants in Belgium and 
England which became operational in 
Fiscal 1969 are producing a very good 
return on investment. The strength 
of the European economy and a 
broader market base were also 
important to our success internationally. 

Our chemicals — furfural and 
furfural derivatives — are used in the 
manufacture of a wide range of 
products such as plywood, rubber, 
several types of plastics, petroleum, 
and foundry castings. Through our 
expanded chemicals research program 
during the last several years, new 
uses have been found for established 
products, and important new furfural 
derivatives have been developed. 

These have been responsible for much 
of the excellent growth trend 
in this Division. 

Chemicals continue to be a very 
promising area for the future, and 
we are investing in research and new 
manufacturing capacity accordingly. 
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Communicating effectively with 
American families and their children 
is a very substantial part of our 
business. We believe it is in our 
interest, as well as theirs, for these 
communications to be of exceptionally 
high quality. We sponsored one 
“special” with combined educational 
and entertainment value on television 
in Fiscal 1970 and plan to sponsor 
at least three this year. The specials 
tvill be produced under an agreement 
with David Wolper Productions, 
an organization which has a record 
of excellence in creative programming. 

A feature-length film for all-family 
theater distribution — an entertainment 
area where we believe the need 
is great — is also being produced 
under this agreement. 

At an early stage in the 
development of “Sesame Street” 
we believed in the potential 
of this innovative program for 
preschoolers, and contributed funds 
so that it could be seen by children 
every Saturday morning — for the 
ivhole morning — in Chicago. 

We will be supporting “Sesame Street” 
in three cities in Fiscal 1971. 
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research and development 

Research and development efforts 
continue to expand at an increasing 
rate. Expenditures for Fiscal 1970 
were $7.4 million — an increase 
of 21% over Fiscal 1969 
when adjusted to delete agricultural 
products research and include 
Fisher-Price research. This was 
nearly twice the size of the research 
expenditures five years ago. 

The scientific staff was increased with 
emphasis on new fields of 
research interest. 


Steps were taken to investigate 
particularly promising areas of new 
technology where chances of success 
are lower but the results more 
rewarding when success is achieved. 
There is substantial nutritional 
emphasis in these programs. 

New grocery products, toys, and 
chemical derivatives created in 
Research and Development contributed 
in a major way to the Company’s 
performance in the 1970 fiscal year. 
Research programs directed at 
improving production efficiency and 
reducing costs also had a significant 
impact on the year’s profitability. 

financial resources 

During the year, net long-term 
borrowings increased by $50 million. 
Provision for these borrowings 
was arranged several years ago, 
thus enabling us to obtain the funds 
at interest rates of 5%% and 6%%, 
which of course are very favorable 
relative to current money markets. 

These funds plus reinvested earnings 
were used to finance the cash 
purchase of Fisher-Price and for 
major expansion of our facilities. 

To meet the growth needs of 
the business, capital spending in 
Fiscal 1970 was $31,438,000, more 
than double that of five years ago. 

We expect to continue investing 
heavily for future growth. 

The Company continues to enjoy a 
strong financial condition which should 
allow us to take advantage of 
developing internal and external 
opportunities. 
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the public interest 

As stated in our enclosed 
Principles and Objectives, we 
believe that “the Company has an 
obligation to apply our corporate 
resources wherever practical to the 
solution of public problems in which 
the interests of shareholders, 
employees, customers, and the general 
public are fundamentally inseparable.” 
This belief has involved us in a 
broad range of socially useful 
activities, several of which are 
briefly mentioned in the photograph 
caption on the next page. 

The primary responsibility of The 
Quaker Oats Company to the public, 
of course, is to provide good 
products at fair prices. 

Because of our involvement in 
food and nutrition, we have had 
a special concern about hunger 
and malnutrition both in the 
United States and throughout the 
world. We have done a great deal 
of work in the enrichment and 
fortification of basic products 
over a period of many years. 
Continued emphasis is being placed 
on the development of highly 
nutritious products based on new 
technology. The Company is also 
involved in several nutrition 
education programs. 

During the year Quaker further 
strengthened its equal employment 
opportunity plan at all locations. 
Employment of “minority group” 
personnel reached 16% of total 
employment. Formal pledges by the 
Company to hire and train 
disadvantaged persons were exceeded 
substantially. Many minority group 
employees have begun training and 
education programs, including 
graduate work, at Company expense. 


The Company has been actively 
involved in pollution abatement for 
many years. During Fiscal 1970 our 
efforts were further strengthened by 
establishing a formal Environmental 
Control Group to coordinate all 
programs directed at air, water, 
and noise pollution. 

Our interest in high quality 
television programming and 
advertising prompted us to undertake 
several new endeavors, some of which 
are described in the caption to the 
photographs on page 14. The need 
for higher standards in some 
television advertising is obvious. 

Both by example in our own 
advertising and by cooperative 
efforts for self-regulation, we will 
continue to try to lead in this 
important area. 

All the Company's efforts in the 
public interest are undertaken now, 
as they have always been in the past, 
in the context of our intention to 
serve the mutual interests of 
shareholders, employees, and the 
general public. Hopefully, by so 
doing, some of the problems of our 
society can be alleviated. 
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The Quaker tutoring program is a 
voluntary effort by employees who 
for three years have spent their 
Wednesday evenings tutoring 
children in the basement of a huge 
Chicago housing project. This year 
they were thanked formally by the 
people who live there for 
il contributing greatly to the increased 
reading level of the community ” 

In some other areas of the public 

interest: 

• Close to one million copies of a 
36-page recipe booklet with nutrition 
education information and low-cost 
recipes tvere distributed free during 
the year, mostly to low income-families. 

• For three years the Company has 
conducted a daily public service 
nutrition education program in the 
Chicago inner city. 

• We are supporting an experimental 
series of nutrition education television 
messages aimed at low-income families. 


• The Company was involved 
extensively in the December, 1969, 
White House Conference on Food, 
Nutrition and Health. 

• Modest investments have been made 
in minority business enterprises, 

and a number of management people 
are personally involved. Funds are 
regularly deposited in a black-owned 
bank which serves the needs 
of minority people. 

• Considerations of social progress and 
population density — with particular 
emphasis on opportunities for minority 
people — have a major influence on 
new plant location decisions. 
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people 

Our total employment throughout the 
world in June, 1970 exceeded 15,000. 
The Company continues to have 
exceptionally loyal people working at 
all levels. Their ability and hard work 
is the major factor in our success. 

Mr. Frank C. Schell, Jr., Group 
Vice President and a Director of the 
Company, became Chairman of the 
Board and Chief Executive Officer of 
Fisher-Price Toys in October, 1969. 

Dr. Robert 0. Nesheim was 
named Vice President — Research 
and Development, in charge of all 
grocery products research. 


During the year two officers with 
combined service to the Company 
of more than 65 years retired: 

• Mr. Hartley C. Laycock, Jr., 
joined the Company in 1942 and had 
been Vice President — Research and 
Development since 1964. 

• Mr. Angus Macdonald joined 
Quaker in 1932 and had been Vice 
President — Materials Purchasing 
since 1959. 

We are indebted to these fine men 
for their many years of able 
and dedicated service. 

* * * 

As stated in the Principles and 
Objectives enclosed with this 
Annual Report, it is our objective 
to improve per-share earnings 
an average of at least 10% per year 
over any five-year period — 
an objective we have been achieving. 
We will continue to emphasize 
annual and long-term progress rather 
than quarterly performance, which 
will vary considerably as we take 
advantage of marketing opportunities. 

We are well positioned to carry 
our pattern of growth into the 1970s, 
and enter the new decade with 
confidence that we can achieve 
our objectives. 



Chairman of the Board 


President and Chief Executive Officer 
September 16, 1970 
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In Memoriam 



Mr. John Stuart y who spent 56 years of his life in the active 
service of the Company and was its leader for 34 years, died 
on December 26, 1969, at the age of 92. 

Mr. Stuart served as President from 1922 to 1942, when he 
was elected Chairman of the Board. He retired as Chairman 
in 1956, but continued as a Director until 1964. When he joined 
Quaker in 1900, the Company had one business — oatmeal. 
Under Mr. Stuart's leadership, the product base was broadened, 
and the Aunt Jemima, Ken-L Ration, and Puss 'n Boots brands 
were acquired. He was also responsible for Quaker's entry 
into the chemicals business and many international markets. 

At John Stuart's direction, Quaker developed some of the 
first enlightened programs of employee benefits and profit shar¬ 
ing— largely because of a fundamental faith he had in the 
value of loyal people. He also had a special appreciation of the 
value of brand reputations, as illustrated by his comment many 
years ago to Chairman Donold B. Lourie: “If this business 
were to be split up, I would be glad to take the brands, trade¬ 
marks, and good will and you could have all the bricks and 
mortar — and I would fare better than you." 

Mr. Stuart was vitally interested in good government, and 
served as a member of the Hoover Commission after World 
War II. “This country has been good to me," Mr. Stuart once 
said. “I feel it is up to me to reciprocate by being a good 
citizen." He was. 

The Board of Directors expressed the opinions of many em¬ 
ployees, shareholders, and friends in their Resolution at the 
time of Mr. Stuart's death: “In appreciation of this remarkable 
man, we record our affection and gratitude. We have been en¬ 
riched and inspired by his association and shall sorely miss his 
friendly presence, deep wisdom, and patient judgment." 
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financial statements 



Quaker 
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consolidated balance sheet 


assets 

June 30,1970 

June 30,1969 

current assets: 

thousands of dollars 

Cash 

$ 13,890 

$ 9,194 

Marketable securities, at cost which 
approximates market 

29,162 

42,854 

Receivables (less allowances of 
$1,030,000, 1970; and $1,603,000, 1969) 

54,183 

34,862 

Inventories, at lower of cost or market 

79,419 

57,851 

Prepaid expenses 

3,728 

2,260 

Current assets 

180,382 

147,021 

other receivables and investments 

3,718 

3,537 

property, plant and equipment, at cost: 



Land 

5,141 

4,767 

Buildings and improvements 

77,808 

64,381 

Machinery and equipment 

176,987 

147,838 


259,936 

216,986 

Less accumulated depreciation 

80,204 

75,587 

Properties (net) 

179,732 

141,399 

excess of cost over net assets 
of acquired businesses 

23,182 

2,745 

patents, trade-marks, designs, etc., 
less amortization 

4,305 

571 


$391,319 

$295,273 


See accompanying notes to financial statements. 
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liabilities 

June 30,1970 

June 30,1969 

current liabilities: 

thousands of dollars 

Notes payable to banks 

$ 24,769 

$ 9,986 

Current maturities of long-term debt 

11,077 

2,722 

Accounts payable and accrued expenses 

45,971 

46,423 

Income taxes payable 

5,591 

4,852 

Dividends payable 

3,073 

2,797 

Current liabilities 

90,481 

66,780 

long-term debt, less current maturities: 

5%% notes, $8,750,000 due annually to 1974 

26,250 

__ 

3V2% notes, $2,000,000 due annually to 1977 

12,000 

14,000 

6 V 2 % note, $1,250,000 due annually 
from 1975 to 1994 

25,000 

— 

Obligations of foreign subsidiaries 

4,698 

4,556 

Long-term debt 

67,948 

18,556 

deferred income taxes 

16,931 

14,258 

shareholders’ equity: 

Preferred, $50. par value, $3. cumulative 
convertible, authorized 168,964 shares; 
issued 163,232 shares 

8,162 

8,163 

Common, $5. par value, 

at June 30, 1970, authorized 22,500,000 shares; 
issued 12,799,856 shares 

63,999 

42,119 

Amount in excess of par value 

257 

15,688 

Reinvested earnings 

151,752 

139,567 


224,170 

205,537 

Less treasury common stock, at cost: 

(243,142 shares, 1970; 291,900, 1969) 

8,211 

9,858 

Shareholders' equity 

215,959 

195,679 


$391,319 

$295,273 
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statement of consolidated income and reinvested earnings 


year ended June 30 

1970 

1969 

revenues: 

thousands of dollars 

Net sales 

$597,652 

$553,879 

Other income —net 

2,745 

2,738 


600,397 

556,617 

costs and expenses: 

Cost of goods sold 

399,426 

375,661 

Selling, general and administrative expenses 

142,572 

129,675 

Interest expense 

4,433 

2,083 


546,431 

507,419 

income before federal and foreign income taxes 

53,966 

49,198 

Federal and foreign income taxes 

25,823 

23,492 

income before extraordinary items 

28,143 

25,706 

Extraordinary (charges) credits 
(net of income taxes) 


(1,092) 

net income 

28,143 

24,614 

reinvested earnings 

Dividends: Preferred stock 

490 

495 

Common stock 

11,737 

10,704 

Earnings reinvested during the year 

15,916 

13,415 

Balance at beginning of year 

139,567 

129,996 

Transfer to common stock re stock split 

(3,731) 

— 

Excess of cost over par value of treasury 
preferred stock retired (95,489 shares) 

_ 

(3,844) 

Balance at end of year 

$151,752 

$139,567 

per common share: (A) 

income before extraordinary items 

$ 2.21 

$ 2.04 

Extraordinary (charges) credits 

— 

( .09) 

Net income 

2.21 

1.95 

Dividends declared 

$ .94 

$ .87 


(A) Adjusted for stock splits. 

See accompanying notes to financial statements. 
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1968 

1967 

1966 

1965 

1964 

$547,194 

$555,133 

$498,358 

$461,288 

$433,461 

956 

881 

432 

519 

103 

548,150 

556,014 

498,790 

461,807 

433,564 

382,419 

403,010 

358,178 

328,287 

316,971 

122,693 

115,132 

103,750 

99,975 

85,160 

2,315 

2,417 

1,950 

1,462 

1,291 

507,427 

520,559 

463,878 

429,724 

403,422 

40,723 

35,455 

34,912 

32,083 

30,142 

19,400 

16,673 

17,340 

15,772 

15,921 

21,323 

18,782 

17,572 

16,311 

14,221 

— 

898 

— 

— 

— 

21,323 

19,680 

17,572 

16,311 

14,221 


507 

528 

568 

581 

612 

9,710 

8,868 

8,864 

8,822 

8,807 

11,106 

10,284 

8,140 

6,908 

4,802 

118,890 

108,606 

100,466 

93,558 

88,756 

$129,996 

$118,890 

$108,606 

$100,466 

$ 93,558 

$ 1.72 

$ 1.51 

$ 1.41 

$ 1.31 

$ 1.13 

— 

.07 

— 

— 

— 

1.72 

1.58 

1.41 

1.31 

1.13 

$ .80 

$ .73 

$ .73 

$ .73 

$ .73 
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statement of consolidated changes in working capital 


year ended June 30 

1970 

1969 

sources of working capital: 

thousands of dollars 

Operations: 

Net income 

$ 28,143 

$ 24,614 

Depreciation (substantially at 
straight-line rates) and amortization 

9,089 

9,335 

Deferred income taxes 

2,673 

1,332 

Total from Operations 

39,905 

35,281 

Increase in long-term debt —net 

49,392 

— 

Sales of capital assets 

2,630 

5,700 

Common stock issued under 
stock option plans 

4,140 

6,602 

Other—net 

700 

169 

Total Provided 

96,767 

47,752 

uses of working capital: 

Property, plant and equipment 

31,438 

27,911 

Cash dividends 

12,227 

11,199 

Treasury common stock —net 

— 

7,332 

Excess of cost over working capital 
of companies acquired 

43,442 

1,723 

Decrease in long-term debt 

— 

2,517 

Total Used 

87,107 

50,682 

increase (decrease) in working capital 

9,660 

(2,930) 

Working capital at beginning of year 

80,241 

83,171 

Working capital at end of year 

$ 89,901 

$ 80,241 

represented by: 

Current assets 

$180,382 

$147,021 

Current liabilities 

90,481 

66,780 


$ 89,901 

$ 80,241 
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notes to financial statements 


consolidation 

The consolidated financial statements include The Quaker Oats Company and all its 
subsidiaries. The balance sheet of June 30, 1970 includes net assets of companies 
located in Europe ($15,660,000) and Latin America and Pacific ($6,875,000). 

Foreign currency items have been translated to U.S. dollars at current ex¬ 
change rates, except property, plant and equipment and related depreciation, which 
have been translated at rates at time of acquisition. 

During the fiscal year the businesses of Fisher-Price Toys, Inc., Celeste Italian 
Foods, Inc., and Felix Cat Food Ltd. (England) were purchased for cash. Earn¬ 
ings have been included from dates of acquisition. 

intangibles 

Excess of cost over net assets of acquired companies is the excess of the cost 
of businesses purchased for cash (principally Fisher-Price Toys) over the fair 
values of the net assets of such businesses. Such amounts of intangible assets 
are considered to represent continuing values and are not being amortized, effec¬ 
tive with Fiscal 1970. In Fiscal 1969 amortization of such excess amounts related 
to businesses previously acquired totaled $448,000. 

income taxes 

Provisions for Federal and foreign income taxes include $2,673,000 for Fiscal 
1970 and $1,332,000 for Fiscal 1969, respectively, for deferred tax liability relating 
to depreciation and are reduced by the Federal investment credits of $734,000 in 
1970 and $969,000 in 1969. 

pension plans 

Pension expense totaled $4,122,000 for Fiscal 1970 and $4,427,000 for Fiscal 
1969 under plans of the Company and its subsidiaries including as to the principal 
plans, amortization of prior service cost over 40 years. Pension expense is funded 
currently. Pension funds are in excess of the actuarially computed value of the 
vested benefits. 

shareholders’ equity 

At June 30, 1970, 386,079 unissued shares of common stock and 29,066 shares 
of treasury common stock were reserved for issuance upon the exercise of out¬ 
standing stock options and an additional 115,875 unissued shares were available 
as of that date for granting additional options under the Company’s managerial 
stock option plans. Option prices range from $10.72 to $45.44 per share. During 
the year ended June 30,1970 options covering 178,575 shares were granted, options 
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notes continued 

for 205,059 shares were exercised and options for 8,123 shares were terminated. 

Changes in Common stock, Amount in excess of par value, and Common stock 
held in treasury during the year ended June 30, 1970 are summarized as follows: 


amounts in thousands of dollars (deduct) 


Common stock 

Amount in 
excess of 

Common stock 
held in treasury 

Shares Amount 

par value 

Shares Amount 


Balance at beginning of year 

8,423,793 

$42,119 

$15,688 

194,600 

$9,858 

Stock issued for 3 for 2 stock 






split of November 7, 1969 

4,211,896 

21,059 

(17,394) 

97,300 


Stock options exercised 

164,167 

821 

1,936 

(40,958) 

(1,383) 

Sale of common stock to 






trustee of profit sharing plan 
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( 7,800) 

( 264) 

Balance at end of year 

12,799,856 

$63,999 

$ 257 

243,142 

$8,211 


Each share of the $3 cumulative preferred stock is convertible at the holder’s 
option into 1.65 share of common stock and after January 1, 1974 may be redeemed 
by the Company at $58 per share. Preference stock of 1,500,000 shares without 
par value is authorized but unissued. 

long-term debt 

Under the terms of the note agreements, $91,423,000 of reinvested earnings as 
of June 30, 1970 was not available for payment of cash dividends and/or certain 
other distributions to preferred and common shareholders, and minimum working 
capital of $65,000,000 must be maintained. 
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auditors' report 

To the Shareholders of 
The Quaker Oats Company: 

We have examined the consolidated balance 
sheet of THE QUAKER OATS COMPANY 
(a New Jersey corporation) and its subsid¬ 
iaries as of June 30, 1970, and the related 
statements of consolidated income and rein¬ 
vested earnings and consolidated changes in 
working capital for the year then ended. Our 
examination was made in accordance with 
generally accepted auditing standards, and 
accordingly included such tests of the ac¬ 
counting records and such other auditing 
procedures as we considered necessary in 
the circumstances. The financial statements 
for prior years, which are presented for 
comparative purposes, were examined and 
reported on by other public accountants. 

In our opinion, the accompanying con¬ 
solidated financial statements present fairly 
the financial position of The Quaker Oats 
Company and subsidiaries as of June 30, 
1970, and the results of their operations and 
the changes in working capital for the year 
then ended, in conformity with generally 
accepted accounting principles applied on a 
basis consistent with that of the preceding 
year. 

ARTHUR ANDERSEN & CO. 

Chicago, Illinois, 

August 20, 1970. 
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Chicago, Illinois 
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facilities 


general offices 

Merchandise Mart Plaza, Chicago, Illinois 60654 

research center 

John Stuart Research Laboratories; The Dog and Cat 
Kennels for Nutritional Research, Barrington, Illinois 

sales offices 

Principal cities of the United States 
and other countries 


plant locations 

UNITED STATES 

Akron, Ohio 
Belle Glade, Florida 
Buena Park, California 
Cedar Rapids, Iowa 
Chattanooga, Tennessee 
Corsicana, Texas 
Danville, Illinois 
Depew, New York 
Doraville, Georgia 
East Aurora, New York 
Elizabeth, New Jersey 
Evanston, Illinois 
Holland, New York 
*Jackson, Tennessee 
Los Angeles, California 
Marion, Ohio 
Medina, New York 
Memphis, Tennessee 
New Bedford, Massachusetts 
New Brunswick, New Jersey 
Omaha, Nebraska 
Oregon, Illinois 
Pascagoula, Mississippi 
Pekin, Illinois 
Rockford, Illinois 
Rosemont, Illinois 
St. Joseph, Missouri 
Sherman, Texas 
Shiremanstown, Pennsylvania 
Wilmington, California 
* Under Construction 


CANADA 

Burnaby, British Columbia 
Chamcook, New Brunswick 
Edmonton, Alberta 
Peterborough, Ontario 
Saskatoon, Saskatchewan 
Streetsville, Ontario 
Trenton, Ontario 

EUROPE 

Antwerp, Belgium 
Biggleswade, United Kingdom 
Copenhagen, Denmark 
Dordrecht, The Netherlands 
Ijmuiden, The Netherlands 
Nakskov, Denmark 
Rotterdam, The Netherlands 
Sheffield, United Kingdom 
Southall, United Kingdom 
Whitehaven, United Kingdom 

LATIN AMERICA and PACIFIC 

Buenos Aires, Argentina 
Cali, Colombia 
Melbourne, Australia 
Mexico City, Mexico 
Porto Alegre, Brazil 
Valencia, Venezuela 







transfer agents 

The Northern Trust Company 
Chicago, Illinois 60690 

The Chase Manhattan Bank 
New York, New York 10015 

registrars 

Continental Illinois National 
Bank and Trust Company 
of Chicago 

Chicago, Illinois 60690 

Bankers Trust Company 
New York, New York 10017 

dividends 

Disbursed directly by 
The Quaker Oats Company 
Office of the Secretary 
Chicago, Illinois 60654 


annual meeting 

The annual meeting of shareholders will be held on 
Friday, November 6, 1970, at Flemington, New Jersey. 

A notice of this meeting, together with a form 
of proxy and proxy statement, will be mailed 
to shareholders on or about September 25, 1970, 
at which time proxies will be requested by management. 
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